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Auditing Procedures Report
issued under P_A. 2 of 1968, as amended and P.A. 71 of 1919, as amended,
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We affirm that:

We are certified public accountants licensed to practice in Michigan.
We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).

Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumuiated deficits in one or more of this unif's unreserved fund balancesfunrestricted net assets
(P.A. 275 of 1880) or the local unit has not exceeded its budgst for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Departrent of Treasury.

o

The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not viclated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bufletin for
Audits of Local Unifs of Government in Michigan, as revised (see Appendix-H of Builetin).
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There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such acfivity that has
not been communicaied, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Staternent #7 and other generally
accepted accounting principles (GAAP).
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The board or council approves all invoices prior to payment as required by charter or statute.
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To our knowledge, bank reconciliations that were reviewed were performed timely.

If & focal unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

1, the undersigned, certify that this statement is complete and accurate in alt respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)

Financial Statements

The letter of Commenis and Recommendations

Other (Describe} D
Certified Public Accountant (Firm Name) Telephone Numbsr
Janz & Knight, P.L.C. 248-646-9666
Street Address Gity State Zip
300 East Long Lake Road, Suite 360 Bloomfield Hillgs MI 48304-2377

License Number

Autherizing CPA Signature Printed Name
M/ﬂ. 7,( John M. Foster 1101016537
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INDEPENDENT AUBITOR'S REPORT

Members of the Council
Village of Franklin
Oaktand County, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Viliage of Franklin, Michigan, as
of and for the year ended Jume 30, 2007, which collectively comprise the Village's basic financial statements as
listed in the table of contents. These financial statements are the responsibility of ths Village of Franklin,
Michigan, management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to cbtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit alse include assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overal! financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairiy, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Village of Franklin, Michigan, as of June 30, 2007 and the
respective changes in financial pesition and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The management’'s discussion and analysis and budgetary comparison information as identified in the
table of contents, are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied certain
timited procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opiniens on the financial statements that
collectively comprise the Village of Franklin, Michigan basic financial statements. The combining and individual
nonmajor fund financial statements are presented for purposes of additional analysis and are not a required part of
the basic financial statements. The combining and individual nonmajor fund financial statements have been subjscted
to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Very truly yours,

oy $hl P

Certified Public Accountants

Bloomfield Hills, Michigan

October 22, 2007

-
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MANAGEMENT*S DiSCUSSION AND ANALYSIS

The Village of Franklin's (the Village) management's discussion and analysis is designed to assist the reader in
focusing on significant financial issues, provide an overview of the Village's financial activity, identify changes
in the Village's financial position (its ability to address the next and subseguent years' challenges], identify
significant variances from the approved budget, and identify individual fund issues or concerns.

Using this Annua] Report

The Viliage's annua! report consists of a series of fimancial statements. The Statement of Nei Assets and the
Statement of Activities provide information about the activities of the Village as a whole and present a longer-
term view of the Vitlage's finances. Fund financial statements tell how these services were financed in the short-
term, as well as what remains for future spending. Fund financial statements also report the Village's operations
in mere detai! than government-wide financia! statements.

Government-Wide Financial Statements

The government-wide firmancial statements consist of the Statement of Net Assets and Statement of Activities. They
are designed to be corporate-like in that all governmental and business-type funds are consolidated into columns
which add to a total for the primary government. These statements include all assets and fiabilities using the
accrual basis of accounting. All of the current vyear's revenues and expenses are also taken into account
regardiess of timing of cash being paid or received.

The Village as a Whole

Net Assets - The Village's combined net assels were $8,835,206 at the close of the year ended June 30, 2007. This
represents a decrease of $32,1968 or a 0.4% decrease from a year ago. As we look at governmental activities
separately from the business-type activities, we can see that the governmental activities net assets increased
$37,021. The business-type activity had a decrease of $59,217 in net assets. A large part of this decrease was from
depreciation on the sewer system and interest paid on the sewer bonds payable.

The fol lowing table reflects the condensed Statement of Met Assets for the year ended June 30, 2007:

Table 1
Statement of Net Asseis

Governmental Activities Business-Type Activity Total
2007 2006 2007 20086 2007 2008
ASSETS
Current and other asseis $ 1,839,771 $§ 1,831,241 §$ 2,744,404 $ 3,243,010 $ 4,584,175 § 5,074,251
Capital assets 6,251,361 6,508, 256 7,518,478 7,545 021 13,769,889 14,053,277
Total assets $ 8,091,132 $ 8,330,497 $10,262.882 510,788,031 $1§.354.014 $19.127 528
LJABILITIES AND NET ASSETS
Current and other liabilities $ 515,442 $ 493,728 $ 443,580 $ 496,859 $ 959,022 § 990,587
Long term debt outstanding 4,688,500 4,995 600 3,871,288 4,273,939 8,559,786 9,269,539
Total liabilities $ 5,203,942 $ 5,485,328 $ 4,314,866 $ 4,770,798 $ 9,518,808 $10,260,126
Net assets:
Invested in capital assets, net of
related debt 1,371,36¢ 1,358,256 3,244,538 2,878,785 4,615,899 4,237,041
Restricted 1,071,485 1,014,302 242,427 222,468 1,313,912 1,236,770
Unrestricted 444 344 477 . 611 2,461, 051 2,915,980 2,905,395 3,393,591
Total net assets $ 2,887,190 $ 2.850.169 $ 5,948,016 $ 6.017,233 $ 8.835,206 $ 8,867,402
Total liabilities and net assets $ 8.091,132 § 8,339,497 $10.262.882 $10,788,031 $18,354, 044 $19, 127 528
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Unrestricted net asseis are net assets that can be used to finance day to day operations. Restricied net assets of
the Village totaled approximately $1,314,000. These net assets have limitations on their use that were imposed by
restrictions such as enabling tegislation, grant or bond covenants. The investment in capita! assets represents the

Village's capital assets that provide services to citizens; accordingly, these assets are not availabie for future
spending.

The following table shows the changes in net assets for the year ended June 38, 2007:

Table 2
Changes in Net Assets
Governmental Activities Business-Type Activity Total
2007 2006 2007 20086 2007 20086
Program revenue:
Charges for services $ 1,004,282 $ 1,160,432 $ 376,674 $ 368,474 $1,380,956 $1,528,908
Operating grants and
contributions 255,640 240,799 255,840 240,799
Capital grants and
contributions 194,487 381,423 194,487 381,423
General revenue:
Property taxes 1,935,051 1,864,532 1,836,051 1,864,532
State shared revenue 208,141 172,741 208, 141 172,741
Interest income 92,012 59,368 129,505 72,650 221,517 132,018
Franchise fees 74,985 67,290 74,995 67,290
¥iscel laneous 21,242 20,177 21,242 20,177
Loss on sale of assets (6.252) (6,252)
Total revenue $ 3,886,711t § 3,585,339 % 700,666 $ 822,547 $4,286,777 $4,407,886
Program expenses:
General| government 532,477 469,542 532,477 469,542
Public safety 2,004,688 1,873,480 2,004,686 1,873,490
Public works 602,046 621,762 602,046 621,762
Community and economic
deve |l opment 32,013 50,302 32,013 50,302
Culture and recreation 143,879 137,841 143,879 137,841
Interest on long term debt 233,989 245,269 233,989 245,269
Sewer 769,883 780,346 769,883 790,346
Total program expenses $§ 3,545,090 $ 3,398,206 § 769.883 % 790,346 $4,318,973 $4.188, 552
fncrease {decrease) in
net assets $ 37,021 % 187,133 § (69,217) $ 32,201 $ (82,196) § 219,334

Net assets - beginning of
year 2,850,169 2,663,036 6.017,233 5,885,032 8,867 402 _8,648 068

Net assets - end of year § 2,887 190 § 2,850,160 $ 5948 016 $ 6,017,233 $8,835,206 $8,867,402
As shown in the above table total revenues were approximately $4.3 miltion, of which 45% was obtained from preperty
taxes, 32% for fees charged for services and 5% for state shared revenues. Total expenses were approximately $4.3
million, of which 46% was for public safety, 14% for public works and 18% for sewer.

Business Type Activities

The Viltage's business-type activities consists of the Pressure Sewer Fund. The Village provides sewer service to
approximately 660 customers. During the year the Village constructed Sewer improvements of $171,742.

The Village Funds

The amalysis of the Village's major funds begins on page 8, following the government-wide financial statements. The
fund financial statements provide detail information about the most significant funds, not the Village as a whole.
The Village Council creates funds to help manage money for specific purpeses as well as to shaw accountability for
certain activities, such as special property tax millages. The Village's major funds for 2007 include the General
Fund, Major Road Fund, Local Road Fund, Building Department and the Debt Service Fund.

The General Fund is the main operating fund of the Village. Total revenues for the year were approximately
$1.960,000. Of this revenue, 44% was from property taxes, 37% was from charges for services and 11% was from state
shared revenues. Total expenditures for the year were approximately $1,940,000, Of these expenditures, 68% was for
public safety and 27% was for general government. At June 30, 2007 the unreserved fund balance of $535,076
represented 28% of the total General Fund expenditures for the year.
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The Village Funds (continued)

The Major Road Funmd accounts for the repairs, maintenance and construction of al! Village major streets. The fund
balance of this fund at June 30, 2007 was $424,124.

The Local Read Fund accounts for repairs, maintenance and construction of all Village local streets. The fund
palance of this fund at June 30, 2007 was $452,229.

The Building Department Fund accounts for the collection of building permits and fees and cost of inspections. The
fund batance of this fund at June 30, 2007 was $104.

The Debt Service Fund is used to account for the accumulation of resources for, and the payment of, general long-
term debt principai, interest and reiated costs. The fund balance of this fund at June 30, 2007 was 381,349.

General Fund Budgetary Highlights

Over the course of the year, the Village Council amended the budget to take inte account events during the year.
Administrator expenditures were amended to reflect additional contract services expenses as a repiacement to the
Finance Clerk position. Other general services and administration activities expenditures were amended to refiect a

decrease in general insurance premiums. Capital outlay expenditures were amended to reflect an auto purchased by
the Administrator Department.

Village departments overall stayed below budget with the exception of the Police Department, Village Council and
other financing uses, resulting in total expenditures and other financing uses of $106,429 in excess of budget. in
addition, actual revenue and other financing sources exceeded budgeted amounts by $18,058.

Capital Asset and Debi Administration

At the end of June 30, 2007, the Village had $13,769,839 invested in a broad range of capital assets (net of
accumulated depreciation), including tuildings, equipment, roads, and sewer lines.

Majer expenditures for capital assets during the year included the following:

Sewer System improvements - $171,742;
Police vehicle and accessories - $19,917;
Village hall office renovations - $16,882;
Administrator vehicle - $16,860;

Storm drainage improvemenis - $4,680;
Police equipment - $4,527.

Cron bW —

Long-Term Debt

The Village's total indebtedness at June 30, 2007 was $9,153,939. No new debt was issued during the current fiscal
year. The City maintains a "AA+" rating from Standard & Poor's. Additional information on the Village's long-term
debt can be found in Note F.

Economic Factors and Next Year's Budgets and Rates

The Viilage's 2008 budget was prepared using various sconomic factors as follows:

Revenues:

Property tax rates for 2008 are as follaows:
2008 2007
Mills Mills
Levied Levied

Operations:
General operations 2.7248 2.7254
Library .4538 L4633
Fire .8134 .8588
Rubbish 6229 .8000

4.6149  4.74758

Debt service:
Road and drain 1.3205 1.2889
Police .1895 .19806

1.5200  1,4795

Total 6.1349 £.2270
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Revenues (continued)

Property tax revenues are expected to increase 5%. This is the result of new constructicn within the Village and
property sajes increasing the taxable value. State shared revenue, cable T.V. revenue, police protection services
and interest income are ai! expected to reflect a reduction.

Expenditures

Payrol! expenses are expected to decrease because of a retired police officer receiving approximately $20,000 in
unused vacation pay in 2007 that wili not occur again in 2008, and because of the decisien to outsource the finance
clerk position towards the end of 2007. Contracted services expenses are expected 1o increase to reflect the
outsourcing of the finance clerk position. Planning Commission expenses are expected to increase to reflect
increased activity. Election expenses are expected to increase to reflect elections taking place in 2008.
Administrator capital outlay expenses are expected to decrease because of the auto purchased in 2007. Village Hall
capital outiay expenses are expected to increase to reflect additional prejects oceurring in 2008.

The 2008 General Fund budget expects a surplus of approximately $28,000. The projected General Fund's fund balance
at June 30, 2008 is approximateiy $612,000 which represents approximately 31% of the General Fund expenditures for
the vear.

Request for Information

This financial report is intended to provide citizens, taxpayers, customers, and investors with a general overview
of the Village's finances and to show the Village's accountability for the money it receives. If you have any
questions or concerns about this report or need additional information, contact the Village Office, at the Village
of Franklin, 32325 Franklin, Franklin, Michigan 48025-1169.
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ASSETS

Cash and cash equivalents.
Receivables:
Customers. .o
Special assessments,
intarest .
Other. .
Agency funds . .
Due from other governments .
Internal balances.
Prepaid expenses . . . . . . . . . . . . ..
Restricted assets - cash and cash equivalents.
Receivables - noncurrent portion .
Capital assets, net.

Totai assets .

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payabie .
Accrued wages.
Accrued interest . .
Due to other governments .
Noncurrent liabilities:
Compensated absences .
Due within one year.
Due in more than one year.
Total liabilities.
Net assets:
Invested in capital assets, net of related debt.
Restricted for:
Major and local streets.
Debt service .
Police equipment .
Building code. .
Waste water management .
Garbage and rubbish.
Fire services.
Sewer projects .
Unrestricted .

Total net assets.

Total liabilities and net assets .

STATEMENT OF NET ASSETS

JUNE 30, 2007

Governmental Business-type
Activities Activity Total
3 1,459,479 $ 1,852,177 $ 3,311,656
158,114 158,114
52,000 52,000
9,200 9,200
34,631 6,490 41,121
224,612 224,612
113,041 112,389 225,430
(41,0058) 41,095
17,7588 17,768
31,335 31,335
512,939 512,939
6,251,361 7,518,478 13,769,838
$ 8,081,132 $ 10,262,882 $ 18,354,014
% 119,544 3 3,227 $ 122,771
8,031 6,031
62,200 37,700 99,900
27,667 27,687
108,500 108, 500
300,000 402,653 702,653
4,580,000 3,871,286 B, 451,286
$ 5,203,942 $ 4,314,868 $ 9,518,808
1,371,361 3,244,538 4,615,899
916,353 916,353
29,149 29,149
31,335 31,335
104 104
11,390 11,390
23,150 23,150
60,004 60,004
242 427 242,427
444,344 2,461,051 2,905,385
$ 2,887,190 $ 5,948,016 $ 8,835,208
$ 8,001,132 $ 10,262,882 $ 18,354,014

The attached notes are an integral part of the financial statements.
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VILLAGE OF FRANKLIN, MICHIGAN

STATEMENT OF AGTIVITIES

For the Year Ended June 30, 2007

Program Revenues
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Operating Capital
Charges for Grants and Grants and
functions/Programs Expenses Services Contributions Contributions
Primary government
Governmental activities:
General government . . . . . . . . . . . .. . ... % 532,477 $ $ 8,056 $
Public safety., . . . . . . . . . . . . . ... 2,004,686 1,004,282 2,078
Public works . . . . . . . . . . . ... oo 602,046 245,506
Community and economic develepment . . . . . . . . . 32,013
Culture and recreation . . . . . . . . . . . . o .. 143,879
interest on long term debt . . . . . . . . . . . .. 233,989
Total governmental activities. . . . . . . . . § 3,549,090 $ 1,004,282 $ 255,640 $
Business-type activity:
Sewer . 769,883 376,874 194,487
Total primary government . . . . . . . . . . . § 4,318,973 $ 1,280,956 $ 255,640 ] 194,487

Genera! revenues:

Property taxes. .

State shared revenues .

Interest income .

Franchise fees.

Miscel langous . e e
Special item - sale of fixed assets .

Total general revenues.
Changes in net assets .
Net assets - July 1, 2006 .

Net assets - June 30, 2007.

The attached noies are an integral part of the financial statements.
-8-




Net (Expense)} Revenue and
Changes in Net Assets

Governmental Business-type
Activities Activity Total

$ {524,421) 3 $ (524,421}
{998,328} (998,326)
{386,540} (3586,540)
(32,013) (32,013)
{143,879) (143,879)
{233,589} {233, 989)
$ (2,289,168) $ $ (2,289,168)
(198,722) (198,722)

$ (2.289,168) $ (198,722} $ {2,487,890)

1,936, 081 1,936,051
208, 141 208,141
92,012 128,505 22t 517
74,995 74,995
21,242 21,242
(8,252) (6,252)

$ 2,328,189 $ 129,505 $ 2,455,604

$ 37,021 $ (89,217} & (32,196)

2,850,169 6,017,233 8,867,402

$ 2,887,180 $ 5,048,016 $ 8,835,206
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Cash and cash equivalents .
Receivables:

Other . .
bue from other funds.
Due from other governments.
Prepaid expenses.
Restricted cash .

Total assets.

LIABILITIES AND FUND BALANCES

Liabtlities:
Accounts payable.
Accrued wages .
Due to other funds.
Due to other governments.

Toial liabilities .

Fund balanges:
Reserved for:
Debt service.
Other . L.
Unreserved, reported in:
General Fund. .
Special Revenue Funds .

ASSETS

Totai fund balances .

Total liabilities and fund balances .

VILLAGE OF FRANKLIN, MICH{GAN

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2007

Major Local
General Street Street
$ 363,802 423,648 468,505
22,735 180
137,092 14,466
77,795 21,189 14,077
17,768
31,335
$ 650,527 444,817 497,228
$ B0G,317 5,743 4,515
6,031
14,950 484
5 66,348 20,693 4,999
49,103
535,076
424,124 492,229
$ 584,179 424,124 492,228
$ 650,527 444,817 497 228

The attached notes are an integral part of the financial statements.
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Non-Major Total
Building Debt Governmental Governmental
Department Service Funds Funds
87,001 70,723 $ 45,800 $ 1,458,479
10,781 835 34,631
48,421 102,752 302,731
113,041
17,768
31,335
97,782 119,144 $ 149,487 $ 1,958,985
21,953 $ 27,018 $ 119,544
5,031
75,725 27,795 260 119,214
27,667 27,667
97,678 27,795 $ 54,943 $ 272,458
91,349 91,349
49,103
535,076
104 94,544 1,011,001
104 91,349 $ 94,544 $ 1,586,529
97,782 119,144 $ 149,487 $ 1,958,985
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VILLAGE OF FRAMKLIN, MICHIGAN

RECONGILIATICN OF TOTAL GOVERNMENTAL FUND BALANCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES

June 30, 2007

Totai governmental fund balances. . . . . . . . . . . . . . .. ... ... % 1,686,529

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not financiatl
resources, and are not reporied in the governmental funds:

Governmental capital assets ' 47,828,462
Less accumulated depreciation (1,577,101} 6,251,361

Leng-term liabilities, including compensated absences, are not
due and payable in the current period and are not reported in
the funds including related accrued interest. . . . . . . . . . . . . {5,050,700)

Net assets of governmental activities . . . . . . . . . . . . . ... ... % 2,887,190

The attached notes are an integral part of the financial statements.
_10-
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VILLAGE OF FRANKLIN, MICHEGAN

STATEMENT OF REVENUES, EXPENDIiTURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30, 2007

Major Local
General Street Street
Revenues:
Property taxes . . . . . . . . . . . . .« o e B 859,108 $ $
Licenses and permits . . . . . . . . . . . . . . . .. ... 75,695
Federal sources. . . . . . . . . . . . . . . ... 8,056 10,030 10,030
State SOUPFCES. . . . . . . . . . 0 e e e e e 210,219 128,933 95,588
Charges for services . . . . . . . . . . . . . . e 722,298
Fines and forfeitures. . . . . . . . . . . . . . . . . . . . ... 17,262
Interest . . . . . . . L L o e e e e 37,907 18,256 19,087
Other. . . . . . . oL s s e 31,008 421
Total revenuwes . . . . . . . . . . . .. . . . . ... .. % 1,961,550 3 157,640 $ 124,705
Expenditures:
Current:
General government . . . . . . . . . . . L0 517,448
Public safety. . . . . . . . . . . . . . . . .. ... 1,325,654
Public works . . . . . . . . . . . .o . oL, 80,515 80,192
Community and economic development . . . . . . . . . . . . . .. 32,013
Culture and recreation . e e e e e e e
Capital outlay . . . . . . . . . . . L. oo 60,490
Debt service:
Principal payments . . . . . .
Interest and service charges .
Total expenditures . . . . . . . . . . . . .. ... ... 8 1,935,655 $ 80,515 $ 80,192
Excess of revenues over (under) expenditures . . . . . ., . § 25,805 % 77,125 $ 44,513
Other financing sources (uses):
Operating transfers in . . . . . . . . . . . . ... 0. 32,233
Operating transfers out. . . . . . . . . . . . . . . .. o ... (66,000) {32,233)
Total other financing sources (uses) . . . . . . . . . .. § (66,000} $ (32,233) $ 32,233
Excess of revenues and other sources over (under)
expenditures and other uses. . . . . . . . .. .. ... § {40,105) $ 44,892 $ 76,746
Fund balance - July 1, 2006. . . . . . . . . . « « « « v v 0 624 284 379,232 415,483
Fund bajance - June 30, 2007 . . . . . . . . . . . . . . .. . ... 8% 584,179 $ 424 124 $ 492 229

The attached notes are an integral part of the financial statements.
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Non-Major

Building Debt Governmental Governmental
Depar tment Service Funds Funds

$ § A55,032 $ 621,914 $ 1,938,051
264,022 890 340,607
28,116

434,740

722,298

17,262

7,129 9,633 92,012

823 35 32,287

$ 264,845 % 482,161 $ 832,472 $ 3,603,373
517,498

371,405 261,346 1,958,405
209,576 370,283

32,013

143,879 143,879

60,490

270,000 270,000

237,289 237,289

$ 371,405 $ 507,289 $ 614,801 $ 3,588,857
3 (106,580) 3 (45,128) % 17,671 $ 18,516
66,000 . 98,233
{98,233)

$ 66,000 3 $ $

$ (40,580) 3 {45,128) $ 17,671 $ 13,516
40,664 136,477 76,873 1,673,013

% 104 $ 91,349 $ 94,544 % 1,686,529




- CERTIFIED PUBLIC ACCOUNTANTS

JanNz & KNIGHT, PLC.

VILLAGE OF FRANKLIN, MICHIGAN

RECONCILEATION OF THE STATEMENT OF BEVENUES, EXPENDITURES AND CHANGES 1N
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 3G, 2007

Met change in fund balances - tota! governmenta! fund. . . . . . . . . . . § 13,516

Amounts reported for governments| activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are allocated
over thelr estimated useful lives as depreclation:

Expenditures for capital assets $62,866
Less current year depreciation (302,499) (239,633)

Governmental funds only report the disposal of assets to the
extent proceeds are received from the sale. In the Statement of
Activities, a gain or loss is reported for each disposal . . . . . . {17,262)

Compensated absences are included as a liabllity in governmental
activities . . . . . . . Lo Lo e 7,100

Repayment of bond principal is an expenditure in the governmental
funds, but not in the statement of activities (where it reduces

long-term debt). . . . . . . . . . . . ... .o 270,000
Accrued interest is recorded in the statement of activities. . . . . . 3,300
Change in net assets of governmental activities. . . . . . . . . . . . .. $ 37,021

The attached notes are an integral part of the financial statements.
1.



- CERTIFIED PUBLIC ACCOUNTANTS

JANZ & KNIGHT, P.L.C.

VILLAGE OF FRANKL N, MICHIGAN

STATEMENT OF NET ASSETS
PROPRIETARY FUND TYPE - ENTERPRISE FUND

June 30, 2007

ASSETS

Current assets:

Cash and cash equivalents .

Receivables:
Customers . AT
Special assessments .
Interest.
Others. P

Due from other funds.

Due from other governments.

Total current assets.
Noncurrent assets:
Receivables - special assessments .
Capital assets, net .

Tota! noncurrent assets .

Total assets.

LIABILITIES AND NET ASSETS

Current liabiflities:
Accounts payable and other liabilities.
Accrued interest. [N
Current portion of long term debt .

Tetal current liabilities .

Noncurrent liabilities:
Bonds payable .

Total liabilities .

Net assets:
invested in capital asseis, net of related debt .
Restr icted for:
Improvements.
Operations.
Unrestricted.

Total net assets.

Total liabilities and net assets.

Business~type
Activity
Pressure Sewer
Fund

$ 1,852,177

158,114
52,000
9,200
6,490
41,005
112,389

$ 2,231,465

512,939
7,518,478

. % 10,262,882

§ 3,227
37,700

402,653

$ 443,580
3,871,286

5 4,314,866

3,244 538

221,604
20,823
2,461,051

. % 5,948,016

The attached notes are an integral part of the financial statements.
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- CERTIFIED PUBLIC ACCOUNTANTS

JAaNZ & KNIGHT, P L.C.

VILLAGE OF FRANKLIN, MiCHIGAN

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
PROPRIETARY FUND TYPE - ENTERPRISE FUND

For the Year Ended June 30, 2007

Operating revenue:
Sewage disposal charges.
Penalties.
Misceilaneous.

Total operating revenue.

Operating expenses:
Cost of sewage treatment .
inspection costs . e e
General and administrative expense .
System maintenance .
Pump station maintenance .
Depreciation .,
Professional fees,
Miscellaneous.

Total operating expenses .
Operating income (loss).
Nonoperating revenues {expenses):
Capital charges.
Interest ingome. ..
Reserve for improvements .
Interest expense .,

Reserve for operations .
Miscel faneous.

Total nonoperating revenues (expenses)
Change in net assets .
Net assets - July 1, 2006.

Net assets - June 30, 2007 .

Business-type

Activity

Pressure Sewer

$

$

$

$

$

5

$

Fund

372,800
3,089
(115)

376,874

146,818
84
42,044
10,926
132,040
198,285
1,812
2,425

584,434
(207,760)
148,711
129,505
47,776
(160,505)
(8,532)
(16,412)
138,543
(69,217)

68,017,233

5,048,016

The attached notes are an integral part of the financial statements.
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- CERTIFIED PUBLIC ACCOUNTANTS

JANZ & KNIGHT, P.L.C.

VILLAGE OF FRANKL IN, MICHIGAN

STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE - ENTERPRISE FUND

For the Year Ended June 30, 2007

Business-type

Activity

Pressure Sewer

Cash fiows from operating activities:
Receipts from customers . . . . . . . . . . . . . . . . . .. ... %
Payments %o suppliers .

Net cash provided {used) by cperating activities . . . . . . . . . . %

Cash flows from capital and related financing activities:
Collection of customer assessments.
Reserve for improvemenis. .
Purchase of property and equipment.
Principal paid on capital debt.
Interest paid on capital debt .
Reserve for operations. .
Miscel laneous non-operating expendltures.

Fund

342,233
(383,268)

(41,035)

143,930

47,776
(171,741)
(392,257)
(162,405)
(8,532)
(16,412)

Net cash provided (used) by capita! and related financing activities $

Cash flows from investing activities:
Interest income .

Net increase {decrease) in cash and cash equivalents . . . . . . . . §

Cash and cash equivalents - July 1, 2006.

Cash and cash equivatents - June 30, 2007 . . . . . . . . . . . .. ... . §

Recongiliation of operating income {loss) to net cash provide
{used) by operating activities:

Operating inceme (loss) . . . . . . . . . . . . . . . . ... ...... 8

Adjusiments to reconcile net income (loss) to net cash provided
by operating activities:
Depreciation and amortization .

Changes in assets and liabilities:
(Increase) decrease in receivables. e
(Increase) decrease in due from other governments .
Increase {decrease} in accounts payable and other I|ab|||t|es .

Net cash preovided (used) by operating activities. . . . . . . ., §

(559,681}

120,305
(480,411)
2,332,588

1,852,177

(207,760)

198,285

15,131
(50,572)
2,881

(41,035)

The attached notes are an integral part of the financial statements.
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« CERTIFIED PUBLIC ACCOUNTANTS

Janz 8 KNIGHT, PLC.

ASSETS
Cash and cash equivalents .
Due from other funds.
Total asseis.
LIABILITIES

Due to other funds.
Due to other governments.
Deposits pavable.

Total liabilities .

VILLAGE OF FRANKLIN, MiCHIGAN

STATEMENT COF ASSETS AND LIABILITIES

AGENCY FUNDS

June 30, 2007

Total
Trust & Agency Tax Collection Fiduciary

Fung Fund Funds
$ 249,751 $ 256,646 506, 387
8,300 8,300
$ 258,051 $ 256,646 514,897
8 8,390 § 224,522 232,912
32,124 32,124
249,661 249, 661
$ 258,051 3 256,646 514,697

The attached notes are an integral part of the financial statements.
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- CERTIFIED PUBLIC ACCOUNTANTS

JaNZ & KNIGHT, P.L.C.

VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE A - Summary of Significant Accounting Policies:

The accounting pelicies of the Village of Franklin (the "Village") conform to accounting principles
general ly accepted in the United States of America (GAAP} as applicable to governmental units. The
follewing is a summary of the significant accounting policies used by the Village of Franklin.

Reporting Entity

The Village of Franklin is governed by an elected seven-member Counci!. The accompanying financial
statements present the Village and its component units, entities for which the Village is considered to
be financially accountable.

Government-Wide and Fund Financial Statementis

The government-wide financial! statements (i.e., the statement of net assets and the statement of changes
in net assets) report information on all of the nonfiduciary activities of the primary government. For
the most part, the effect of interfund activity has been removed from these statements. Governmental
activities, normally supported by taxes and intergovernmenial revenues, are reported separately from
business-type activities which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are these that are clearly identifiable with a
specific function or segment. Program revenues include: (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or priviieges provided by a given function or
segmeni; and (2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly inciuded among
program revenues are reported instead as general revenue,

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary funds,
even though the latier are excluded from the government-wide Tfinancial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate cciumns in the fund
financial statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.
Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardiess of the
timing of related cash flows. Property taxes are recognized as revenue in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provided have been met.

Governmentai fund financial statements are reported using the current financial rescurces measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is beth
measurable and available. Revenue is considered to be available if it is collected within the current
period or scon enough thereafter to pay liabilities of the current pericd. For this purpose, the
government considers revenues to be availahle if they are collected within 60 days of the end of the
current period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, expenditures relating to compensated absences, and claims
and judgments are recorded only when payment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual--that is,
when they beccome both measurable and available to finance expenditures of the period. Property taxes,
state-shared revenue, Iinterest, reimbursement grants, and charges for services are considered to be
susceptible 1o accrual and so have been recognized as revenue of the current period. All other revenue
items are considered to be available only when cash is received by the government.

All proprietary funds are accounted for using the accrual basis of accounting. Their revenues are
recognized when they are earned, and their expenses are recognized when they are incurred:

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in both
the government-wide and proprietary fund financial statements to the extent that those standards do not
conflict with the standards of the Governmenial Accounting Standards Board. The government has elected
not to follow private-sector standards issued after November 30, 1989 for its business-iype activities.

Amounts reported as program revenue include: (1) charges to customers or applicants for goods, services
or priviieges provided; (2) operating grants and contributions; and {3) capital grants and contributions,
including special assessments. [nternally dedicated resources are reported as general revenue rather than
as program revenue. Likewise, general revenue includes all taxes.
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- CERTIFIED PUBLIC ACCOUNTANTS

Janz & KNIGHT, P.L..C.

VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED}
June 30, 2007

NOTE A - Summary of Significant Accounting Policies (continued):

Governmental Funds:

The Village reports the following major governmental funds:

General Fund

The General Fund is the govermment's primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

Major Read Fund

The Major Reoad Fund accounis for the construction, maintenance, and repairs of all streets
classified as "major roads" within the Village. Financing is provided primarily by State-sharesd gas
and weight taxes and local contributions. The fund is operated under the provisions of Michigan's
Act B1 of the Public Acts of 1951, as amended.

Local Road Fund

The Locai Road Fund accounts for the construction, maintenance, and repairs of all sireets
classified as "local roads" within the Village. Financing is provided primarily by State-shared gas
and weight taxes and local contributions. The fund is cperated under the provisions of Michigan's
Act 51 of the Public Acts of 1951, as amended.

Building Department Fund

The Building Department Fund is a special revenue fund used to account for the collection of
building permits and fees and costs of inspections.

Debt Service Fund

The Pebt Service Fund accounts for the accumulation of finmancial resources for the payment of
principal and interest on the Village's general obligation debi. The Viltage annually levies ad
vatorem taxes restricted for the retirement of general obligation bonds. This fund reports all ad
vaiorem taxes collected.

Additionally, the City reports the follewing fund types:

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific reverue sources (other
than expendable trusts or major capital projects) that are legally restricted to expenditures
for specified purposes.

Propriety Fund

The Village reports the following major proprietary fund:

Pressure Sewer Fund

The Pressure Sewer Fund accounts for the cperation, maintenance and distribution of the sewage
systems administered by Oakland County.

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services in connection with a proprietary
fund's principal ongoing operations. The principal operating revenue of the Pressure Sewer Fund
relates to charges to customers for sales and services. The portion intended to recover the cost of
the infrastructure is recognized as nonoperating revenue. Operating expenses for proprietary funds
include the costs of sales and services, administrative expenses, and depreciation on capital
assets. All revenus and expenses not meeting this definition are reported as nonoperating revenue
and expenses.
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- CERTIFIED PUEBLIC ACCOQUNTANTS

JAanNz & KNIGHT, P.L.C,

VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2007

NOTE A - Summary oF Significant Accounting Policies (continued):

Fiduciary Funds
Agency Funds
Agency Funds are used to account for assets held by the Village as an agent for individuals, private
organizations, other governments and/or other funds. The funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations.

Property Taxes

Property taxes are levied on each July 1 on the taxable valuation of property as of the preceding
December 31. Taxes are considered delinguent on September 1, at which time penalties and interest are
assessed.

The 2006 taxabla valuation of the Village, assessed as of December 31, 2005, totaled $307,557,870, and is
used for the July 1, 2006 tax bills; this resulted in property tax revenue as foilows:

Mills Properiy

Operations Levied Taxes

General operations 2.7254  $838,221
Library .4633 142,492
Fire .§588 294,887
Rubbish 6000 184,535

Debt Service

Road and drain 1.2889 396,411
Police .19086 58,621

Assets, Liabilities, and Net Assets or Equiity

Cash and Investmenis

Deposits are carried at cost and consist of cash on hand, checking accounts, and investments in mutual
funds.

For purposes of the Statement of Cash Flows, the Village considered cash deposits and certificates of
deposits with a maturity of three months or less when purchased to be cash equivalents.

Interfund Receivables and Pavables

in general, outstanding balances between funds are reported as "due to/from other funds" on the balance
sheet. Any residual balances outstanding between the governmental activities and the business-type
activities are reported in the government-wide financial statements as "internal balances”.

Receivables

Al trade and property tax receivables are considered fully coliectible by the Village. No provision has
been made in the financial statements for noncollection.

Prepaid ltfems

Certain payments to vendors reflect costs applicabie to future years and are recorded as prepaid items in
both government-wide and fund financial statements.

Restiricted Asseis

Certain revenuss of the enterprise funds require amounts to be set aside for debt service principal and
interest, operations and maintenance, and improvements and replacement of the water system. These amounts
have been classified as resiricted assets.
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- CERTIFIED PuBLIC ACCOUNTARNTS

JAaNZ 8 KNIGHT, P.L.C.

VILLAGE CF FRANKL IN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2007

NOTE A - Summary of Significant Accounting Policies (continued):

Capital Assets

Capital assets, which include land, buildings, buiiding improvements, vehicles, furniture, machinery and
equipment and infrastructure are reported in the applicable governmental or business-type activities
column in the government-wide financial statements. Capital assets are defined by the government as
assets with an initial individual cost of more than $1.000. Such assets are recorded at historical cost
or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value ai the date of donation.

Infrastructure assetis are long-lived capital assets that normally can be preserved for a significantly
greater number of years than most capital assets.

Capital assets that are being depreciated are reported net of accumulated depreciation in the statement
of net assets. Capital assets that are not being depreciated, such as land, are reported separately.

Capital assets are depreciated over their estimated useful lives. Depreciation expense is reported in the
statement of activities by allocaiing the net cost over the estimated useful life of the assets.

Depreciation of all exhaustible fixed assets used by propriety fund types is charged as an expense
against their operations. Accumulated depreciation is reported on proprietary fund type balance sheets.
Depreciation has been provided over the estimated useful lives.

Property, plant and eguipment is depreciated using ithe straight-line method over the following useful
lives:

Years
Land Improvements 10
Sewer System 50
Buildings and Improvements 10-50
Vehicles 6
Machinery and Equipment, Furniture 5-20
Roads 25
Storm Drainage 40

Compensated Absences {Sick and Vacation Leave)

Sick pay earned is recognized in the governmental finmancial statements when it is paid. The long-term
portion of compensated absences related to governmental funds is a liability recorded in the Statement of
Net Assets.

Long-Term Chiigations

Long-term debt is recognized as a [iability of a governmental fund when due, or when resources have been
accumulated in the Debt Service Fund for payment early in the following year. For other long-term
obligations, only that portion expected to be financed from expendable available financial resources is
reported as a fund liability of a governmenial fund. The remaining portion of such obligations is
reported in the Statement of Net Assets. Long-term liabilities expected to be financed from proprietary
fund operations are accounted for in those funds, For proprietary fund types, bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bend premium or discount and
net of any deferred charges on bond refundings. [ssuance costs are reported as deferred charges.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not avallable for appropriation or are legaliy restricted by outside parties for use for a specific
purpose. Designations of fund balance present tentative management plans that are subject to change.

Use of Estimates

The preparation of financial statements in conformity with accounting principies generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reporied amounis of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounis of revenue and expenses during the peried.
Actual results could differ from those estimates.
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- CERTIFIED PUBLIC ACCOUNTANTS

JANZ & KNIGHT, P.L.C.

NOTE B -

NOTE C -

VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED}

Junes 30, 2007

Stewardship, Compliance, and Accountability:

Budgetary Information

Annua! budgets are adopted on a basis consistent with generally accepted accounting principles for the
General and Special Revenue Funds. All annual appropriations lapse at year end. The Village's
appropriation resolution is generally passed during the May preceding the vyear in which the planned
expenditures relate. Subsequent amendments are made to avoid unfavorable variances from the original
budget. Related resolutions are made to state the purpose and amcunt of the changes. The Village Clerk
has the responsibility to enforce the budget. Unused appropriations do not carry forward to the next
year.

The hudget document presents information by fund, function, department and line items. The legal level
{the level at which expenditures may not legally exceed appropriations) of budgetary control adopted by
the board is at the department {(activity) level.

The Village Council must approve budget amendments at the activity level and supplemental appropriations,
which affect total fund expenditures. The Clerk can transfer appropriations between line items within a
depariment or activity without governing body approval.

Supplemental appropriations were nacessary during the year, which increased total expendiiures.

Amounts encumbered for purchase orders, contraets, etc., are not tracked during the year. Budget
appropriations are considered to be spent once the goods are delivered or the services rendered,

P.A. 2 of 1988 as amended, provides that a local unit shall not incur expenditures in excess of the
amount appropriated in budget resclutions of the governing body.

Excess of Expenditures Over Appropriations in Budgeted Funds

During the year, the Village of Franmklin incurred expenditures in certain budgeted funds which were
significantly in excess of the amounts appropriated, as follows:

Amended Actual Budget
Fund Activity Budget Expenditures Variance
General Village Council 49,875 62,544 12,869
General Legal and related services $ 35,000 § 43,110 & 8,110
General Public safety 1,275,778 1,325,654 49,876
General Operating transfers out 66,000 66,000

Depocsits and Investments:

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes local governmental
units to make deposits and invest in the accounts of federally insured banks, credit uniens, and savings
and loan associations that have offices in Michigan. The local unit is allowed to invest in bonds,
securities, and other direct obligations of the United States or any agency or instrumentality of the
United States; repurchase agreements, bankers' acceptances of United States banks; commercial paper rated
within the two highest classifications, which matures not more than 270 days after the date of purchase;
obligations of the State of Michigan or its political subdivisions, which are rated as investment grade;
and mutual funds composed of investment vehicles that are legal for direct investment by local units of
government in Michigan.

The Village has designated various banks for the deposit of Village funds. The treasurer keeps a 1ist of
approved banks. The investment policy adopted by the board in accordance with Public Act 196 of 1897 has
authorized invesiment in bonds, securities, and other obligations of the United States in-which principal
and interest are fuliy guaranteed, certificates of deposit of a bank which is a member of the FDIC or a
credit union which is insured by the Naticnal Credit Union Administration, commercial paper rated within
the two highest classifications by not less than two standard rating services and which matures not more
than 270 days after date of purchase (no more than 50 percent of the portfolio may be invesied in
commercial paper), commercial paper rated within the two highest classifications of United States
government or federal agency obligation repurchase agreements, bankers' acceptances of United States
banks, obligations of the State of Michigan that at the time of purchase are rated as investment
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- CERTIFIED PUBLIC ACCOUNTANTS

JaNZ & KNIGHT, P.L.C.

NOTE C -

VILLAGE OF FRANKLIN, MICHIGAN
NOTES TC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

Deposits and Invesiments {continued):

grade by not less than standard rating service, mutual funds registered under the Investment Company Act
of 1940, with authority to purchase only investment vehicles that are legal for direct investment by a
public corporation, investment poois organized under the Surplus Funds Invesiment Pool Act or the Local
Government Investment Pool Act, and other investments which are authorized for investment by the State
Treasurer; repurchase agreements shall be negotiated only with dealers of financia! institutions with
whom the Village has negotiated a master repurchase agreemeni. Repurchase agreements must be signed by
the village president, the village clerk, and the bank or dealer. The treasurer is prohibited from
investing in derivatives, derivate-type instruments, or reverse repurchase agreements that may be allowed
under state statute. The Village's deposits and investment policies are in accordance with statutory
authority.

The Village's cash and investments are subject to several types of risk, which are examined in more
detail below:

Custodial Credit Risk of Bank Peposits

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may not
be returned to it. The Village does not have a deposit policy for custodial credit risk., At year end, the
Viltage had $3,644,586 of bank deposits (certificates of deposit, checking, and savings accounts) that
were uninsured and uncol lateralized. The Village believes that due to the dol!ar amounts of cash deposits
and the limits of FDIC insurance, it is impractical to insure ail deposits. As a result, the Village
evaluates each financial institution with which it deposits funds and assesses the level of risk of sach
institution; only those institutions with an acceptable estimated risk level are used as depeositories.

Custodial Credit Risk of Investments

Custodiat credit risk is the risk that, in the event of the failure of the counterparty, the Village wili
not be able to recover the value of its investments or coliateral securities that are in the possession
of an outside party. The Village does not have a policy for custodial credit risk. At year end, the
Village had no investment securities that were uninsured and unregistered, heid by the counterparty, or
by its trust department or agent but not in the Village's name.

Interest Rate Risgk

Interest rate risk is the risk that the value of investments will decrease as a result of a rise in
interest rates. The Village's investment policy does mot restrict investment maturities, other than
commercial paper which can only be purchased with a 270-day maturity. At year end, the Village was
invested only in bank investment pools that are 2a-7 and meney market accounis.

Credit Risk

State law limits investments in commercial paper to the top two ratings issued by natiocnally recognized
statistical rating organizations. The Villiage has an investment policy that further limits its investment
choices as detailed above. As of year end, the credit quality ratings of debt seguriiies (other than the
U.S. government) are as fol lows;

Invesiment Fair Value BRating Rating Organization

Sweep Account  $3,2886,519 Al Moody's
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- CERTIFIED PUuBLIC ACCOUNTANTS

JANZ & KNIGHT, P L.C.

VILLAGE OF FRANKLIN, MEICHIGAN
NOTES 7O FINANCI1AL STATEMENTS (CONTINUED)
June 30, 2007
NOTE D - Capital Assets:
Capital asset activity of the primary government for the current year was as follows:
Baginning Ending
Balance Increases  Decreases Bajance
Governmental activities:
Capital assets not being depreciated:
Land $ 211,717 % $ $ 211,717
Capital assets being depreciated:
Roads 5,534,463 5,534,493
Storm drainage 597,552 4,680 602,232
Building and improvements 965, 322 16,882 982,204
Land improvements 26,937 26,937
Machinery and equipment 185,755 2,91t 188, 666
Furniture and fixtures 132,691 1,616 134,307
Vehicles 168,321 36.777 87,192 147,906
Subtotal $ 7,641,071 $ 62,866 $ 87,192 $ 7,616,745
Less accumulated depreciation for:
Roads 834,460 221,378 1,055,839
Storm drainage 80,670 15,064 95,734
Building and improvements 92,363 22,809 115,172
Land improvements 12,642 2,694 15,336
Machinery and equipment 145,131 8,316 153,447
Furniture and fixtures 72,738 9,650 82,383
Vehicles 106,533 22,587 69,930 59.190
Subtotal $1,344, 532 ¢ 302,499 $ 69,930 $ 1,577.101
Net capital assets being depreciated $ 6,206 538 3 (239,633) 3 17,262 $ 6.039 644
Net capital assets $ 6,508,256 8 (239.,633) § 17,262 251 1
Beginning Ending
Balance Increases  Decreases Balance
Business-type activities:
Capital assets being depreciated:
Sewer system $ 9,388,588 $ 171,742 3 $ 9,560,330
Less accumulated depreciation for:
Sewer system 1,843,567 198,285 2,041,852
Net capital assets $ 7,545,021 § (26,543) § $ 7,518,478

Depreciation expense was charged ito programs of the primary government as follows:

Governmental activities:

General government $ 13,422

Public safety 52,634

Public works 236,443
Total governmental activities $302,49

Business-type activities:
Water and sewer $198,285
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JANZ & KNIGHT, P.L.C.

NOTE E -

NOTE F -

VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

Interfund Receivables, Payables and Transfers:

The following are the interfund receivables at June 30, 2007:

Receivable Fund Payabie Fund Amount

General Fund Major Street Fund b 484
tocal Street Fund 484
Waste Water Fund 260
Building Depariment Fund 50,287
Trust and Agency Fund 8,390
Tax Collection Fund 77,217
Total General Fund $137,092

Special Revenue Funds:
l.ocal Street Fund Major Street Fund 14,4686
Fire Fund Tax Collection Fund 79,153
Library Fund Tax Collection Fund 8,518
Garbage and Rubbish Fund Tax Collection Fund 11,213

Waste Water Fund Building Department Fund

3,868

Total Special Revenue Funds $117,218
Debt Service Fund Tax Collection Fund 48,421
Enterprise Fund Building Department Fund 13,300
Debt Service Fund 27,795
Total Enterprise Fund $ 41,095

Agency Fund:
Trust and Agency Fund Buf lding Depariment Fund 8,300
Total interfund receivable $352.126

These balances resulted from the time lag between the date that (1) interfund goods and services are
provided or reimbursable expenditures occur, ({(2) transactions are recorded in the accounting system,
and (3) payments between funds are made.

Interfund Transfers

Major
Street  General
Transfers In Fund Fund Total
Local Street Fund $32,233 § $32,233
Building Department Fund 66,000 _66,000
Total $32,233 $66.000 $98,233

Transfers from the Major Road Fund to the Loca) Road Fund are afjowable under Act 51.

Long-Term Debt:

The fallowing is a summary of general long-term debt of the Village for the year ended June 30, 2007:

General Compensated
Obtigation _Absences Total
Balance at July 1, 2008 $ 5,150,000 $ 115,600 $5,265,600
Principal retirementis (270,C00) (270,000}
(Decrease} in obligation for compensate absences {7,100} {7.1400)
Balance at June 30, 2007 $ 4 880,000 $ 108,500 $4,988,500
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VILLAGE OF FRANKLIN, MI1CHIGAN
NOTES TO FINANGIAL STATEMENTS (CONT INUED)

June 30, 2007

NOTE F - Long-Term Debt (continued):

The following is a summary of leng-term debt transactions of the Village's Enterprise Fund for the year
ended June 30, 2007:
General
Obligation
Bonds

Baiance at July 1, 20086 $4,666,236
Principal retirement {(382,297)

Balance at June 30, 2007 $4,273.939

General Long-Term Debt - Bonds Pavable:

On September 8, 1999 bonds in the amount of $1,600,000 were sold for road and drainage improvements. The
proceeds received from the sale of these bonds amounted to $1,584,012. These bonds are part of the voter
approved authorization for road and drainage improvements. Schedule of principal and interest payments
is as follows:

Due
Due_September 1 March 1
Year Principai Interest Total interest

2007 $ 100,000 $ 27,795 § 127,795 $
2008 110,000 25,205 135,285 25,295

2009 120,000 22,545 142,545 22,545
2010 130,000 19,545 149,545 19,545
201t 140,000 16,295 156,295 16,295
2012 155,000 12,795 167,795 12,795
2013 165, 000 8,842 173,842 8,842
2014 180,000 4,635 184,635 4,635

$1,100.000 $ 137,747 $1,237,747 $§ 108,952

The bonds bear interest at a rate of 4.2% to 5.1%.

On November 20, 1999 bonds in the amount of $850,000 were sold for the construction of a police station.
The proceeds received from the sale of these bonds amounted to $839,375. These bonds are part of the
voter approved authorization for police station construction. Schedule of principal and interest
payments is as follows:

Due

Due October 1 April 1
Year Principal Interest Total Interest
2007 ¢ 30,000 $ 19,819 $ 489,818 §
2008 30,000 19,031 45,031 19,031
2009 35,000 18,244 53,244 18,244
2010 40,000 17,325 57,325 17,325
2011 45,000 16,275 61,275 16,275
2012 45,000 15,082 60,082 15,082
2013 50,000 13,867 63,867 13,867
2014 55,000 12,492 67,492 12,492
2015 65,000 10,966 75,966 10, 9686
2016 70,000 9,146 79,1486 9,146
2017 75,000 7,169 82,169 7,168
2018 85,000 5,031 90, 031 5,031
2019 90,000 2,587 92,587 2,587

$ 715,000 § 167,084 § 882,034 § 147,218

The bonds bear interest at a rate of 5.0% to 5.75%.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE F - Long-Term Debt (continued):

Genera! Long-Term Debt - Bonds Payable {(continued):

On April 11, 2001 bonds in the amount of $2,000,00C were sold for local road improvements. The proceeds
received from the sale of these bonds amounted to $1,975,009. These bonds are part of the voter approved
authorization for local road improvemenis. Schedule of principal and interest payments is as fol lows:

Due

Due October t April 1
Year Principal Interest Total Interest
2007 & 95,000 $ 34,873 § 120,873 %
2008 110,400 32,830 142,830 32,830
2009 125,000 30,465 155,465 30,465
2010 150,000 27,778 177,778 27,778
2011 175,000 24,553 199,553 24,553
2012 195,000 20,790 215,790 20,790
2013 225,000 16,500 241,500 16,500
2014 250,000 11,550 261,550 11,550
2015 275,000 6,050 281,050 6,050

$1,600,000 $ 205,389 $1,805,389 % 170,518
The bonds bear interest at a rate of 4.25% to 4.40%.
On May 29, 2002 bonds in the amount of $1,700,000 were sold for local road improvements. The proceeds

received from the sale of these bonds amounted to $1,678,750. These bonds are part of the voter approved
autherization for local road improvements. Schedule of principal and interest payments is as follows:

Due

Due Octoker 1 April 1
Year Principal Interest Total Interest
2007 $ 75,000 $§ 32,736 $ 107,736 $
2008 75,000 31,424 106,424 31,424
2009 80,000 30,018 110,018 30,018
2010 80,000 28,417 108,417 28,417
2011 80,000 26,778 108,778 26,778
2012 80,000 25,077 115,077 25,077
2013 80,000 23,098 113,098 23,008
2014 95,000 21,072 116,072 21,072
2015 100, 000 18,888 118,888 18,888
2016 350,000 16,537 386,537 16,537
2017 350,000 8,313 358,313 8,313

$1,465.000 5 262,358 $1.727,358 $ 209 622

The bonds bear interest at a rate of 2.00% to 4.75%.

Compensated Absences:

Accumulated wvacation leave that is expected to be liquidated with expendable avaiiable financial
resources is reported as an expenditure and a fund liability of the governmental fund ingurring the
liabitity. Unused vacation leave lapses at the end of an employee's anniversary date. In accordance
with praovisions of Statement of Financial Accounting Standards No. 43, "Accounting for Compensated
Absences," no liability is recorded Tor nonvesting accumulating rights te receive sick pay benefits.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE F - Long-Term Debt {continued):

Enterprise Fund - Bonds Payable:

Schedute of semi-annual principal and interest payments due for the Evergreen-Farmington Sewage Disposal
System Bonds - Permanent Meter and Interceptor Rehabilitation is as follows:

Due
Due Aprit 1, Qctober 1,
Year Principal Interest _Total Interest
2007 § 3 $ $ 169
2008 2,653 169 2,822 117
2009 2,870 117 3,087 58

2010 3,316 58 3,374

$ 8,039 % 344 $90.283 § = 344

The bends bear interest at a rate of 3.5% to 3.7%.

On May 26, 1994 bonds in the amount of $3,850,000 were sold. These honds are part of the voter approved
authorization, As noted below there was a defeasance of $2,850,000 of this debt during 2003.

On January 29, 2003, the Village issued $2,950,000 in general obligation bonds with an average interest
rate of 3.00% to advance refund $2,850,000 of the cutstanding sewer construction bond detailed above with
an average interest rate of 5.66%. The net proceeds of $2,912,437 (after receipt of $36,230 in original
issue premium and payment of $73,793 in underwriting fees, insurance, and other issuance cosis) were used
to purchase .8, government securities. Those securities were deposited in an irrevocable trust with an
escrow agent to provide for all future debt service payments on the sewer construction hond.

On ¥arch 1, 2003, the escrow agent paid $2,907,000 (including a cal! premium of $57,000) to retire the
outstanding $2,850,000 sewer construction bond. The remaining $5.437 held by the escrow agent was
transferred to the Debt Service Fund to cover other incidental jssuance costs.

The Village advance refunded the sewer comstruction bond to reduce its total debt service payments over
the next 11 years by $291,290 and to obtain an economic gain (difference between the present value of the
debt service payments on the old and new debt) of $247,965. Schedule of principal and interest payments
are as foliows:

Due September 1 March 1
Year Principal Interest Total Interest

2007 $ 265,000 § 34,416 3 299,416 §

2008 260,000 30,937 290,937 30,937
2009 280,000 27,037 307,037 27,037
2010 270,000 22,487 292, 487 22,487
2011 290,000 17,762 307,762 17,762
2012 310,000 12,506 322,506 12,506
2013 325,000 6,500 331,500 6,500

$2,000.000 § 151,645 $2,151,645 $ 117,229

The bonds bear interest at a rate of 2.00% to 4.00%.
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NOTES TO FINANCIAL STATEMENTS (CONT INUED)

June 30, 2007

NOTE F - Long-Term Debt (continued}:

Enterprise Fund - Bonds Payable:

- CERTIFIED PUBLIC ACCOUNTANTS

JANZ & KNIGHT, P.L.C.

On June 6, 1996 bonds in ihe amount of $1,400,000 were sold for sewer construction. The proceeds
received from the sale of these bonds amounted to $1,382,500. These bonds are parti of the $6,000,000
voter approved authorization for sewer construction. As noted below, there was a defeasance of
$1,075,000 of this debt during 2005.

On February 9, 2005, the Village issued $1,140,000 in general obligation bonds with an average interest
rate of 2.925% to advance refund $1,075,000 of the outstanding sewer construction bond detailed above
with an average interest rate of 5.375%. The net proceeds of $1,089,561 {after payment of $40,439 in
underwriting fees, insurance and other issuance costs) were deposited in an irrevocable trust with an
escrow agent to provide for all future debt service paymentis on the sewer construction bond.

The Vitiage advance refunded the sewer construction bend to reduce its total debt service payments over
the next 10 vears by approximately $i15,000 and to obtain an economic gain (difference between the
present value of the debt service payments on the old and new debt) of approximately $99,000. Schedule of
principal and interest payments are as follows:

Due November t Due May 1
Year Principal Interest Total Interest

2007 $ 85,000 $ 15,341 § 100,341 8

2008 85,000 14,172 98,172 14,172
2009 96,000 13,003 103,003 13,003
2010 8¢, 000 11,709 101,709 11,709
201 85,000 10,359 105,359 10,359
2012 105,000 8,034 113,934 8,934
2013 125,000 7,254 132,254 7,254
2014 150,000 5,145 185,145 5,145
2015 140,000 2,520 142,520 2,520

$ 065,000 %3 88,437 $1,053,437 § 73,096

The bonds bear interest at a rate of 2.25% to 3.6%.

March 2, 1999 bonds in the amount of $1,500,000 were sold for sewer construction. The proceeds received
from the sale of these bonds amounted to $1,481,250. These bonds are part of the $6,000,000 voter

approved authorization for sewer construction. Schedule of principal and interest payments are as
fol lows:
Due November 1 Due May i
Year Principal Interest Total Interest

2007 & 50,000 § 28,684 § 78,684 $

2008 60,000 27,659 87,659 27,659
2009 60,000 26,429 86,429 26,429
2010 85,000 25,199 110,198 25,199
2011 95,000 23,435 118,435 23,435
2012 100, 000 21,440 121,440 21,440
2013 104,000 19, 340 119,340 19,340
2014 120,000 17,190 137,190 17,190
2015 130,000 14,550 144,550 14,5650
2014 250,000 11,825 261,625 11,825
2017 250,000 5,875 255,875 5,875

$1,300.000 $ 221,426 $1,521.426 $ 192,742

The bonds bear interest at a rate of 4.1% to 4.7%.
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NOTE F -

NGTE G -

NOTE H -

VIiLLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANC!AL STATEMENTS (CONTINUED)

June 36, 2007

Long-Term Debt (continued):

Annual Debt Requirement:

The annual requirements to amortize all debt cutstanding, excluding compensated absences, as of June 30,
2007 are as fol lows:

Fiscal General Long-Term Debt Enterprise Fund
Year Pringipal Interest Principat Interest

2008 $ 300,000 $ 223,803 $ 402,653 $ 151,547

2009 325,000 209,852 407,970 139,471
2010 360,000 194,337 433,316 125,980
2011 400,000 176,966 445,000 110,951
2012 440,000 157,645 480,000 94,436
2013 485,000 136,051 515,000 75,974
2014 530,000 112,058 550,000 55,429
2015 580,000 85,653 270,000 39,405
2016 440, 000 61,587 270,000 28,695
2017 420,000 41,165 250,000 17,500
2018 425,000 20,513 250,000 5,875
2018 85,000 7,618

2020 90,000 2,587

$4,880.000 $1.429,833 $4.273,039 § 845.263

Restricted Assets:
The balance of the resiricted asset account is as follows:

General Fund:
Palice equipment $31,336

Betirement Plans:

Defined Contribution Plan:

The Village provides pension benefits to its adminisirator and police chief through a defined
contribution plan. In a defined contribution plan, benefits depend solely on amounts contributed to the
plan plus investment earnings. As established by negotiation with the Village Administrator, the Villagse
contributes 8% of employee's gross earnings and employee coniributes 5% of earnings. As established by
negotiation with the Viilage Police Chief, the Village contributes 8% of empioyee's gross earnings and
employee contributes 2% of earnings.

In accordance with these requirements, the Viilage contributed $13,232 during the current year and the
employee contributed $5,759.80.

Deferred Compensation Plan:

The Village offers ali Village employees a deferred compensation plan created in accordance with the
Internal Revenue Code, Section 457. The assets of the pians were held in trust, (custodial accouni or
annuity contract) as described in IRC Section 457{g} for the exclusive benefit of the participants
(employeses) and their beneficiaries. The custodian thereof of the exclusive benefit of the
participants hoids the custodial account for the beneficiaries of the Section 457 plan, and the assets
may not be diverted to any other use. The Administrators are agents of the emplover for purposes of
providing direction to the custedian of the custodial account from time to time for the investment of
the funds held in the account, transfer of assets 1o or from the account and all other matters. In
accordance with the provisions of GASB Siatement 32, plan balance and activities are not reflected in
the Village's financial statements.
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VILLAGE OF FRANKLIN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED}

June 30, 2007

NOTE H - Retirement Plans {(continued}:

- CERTIFIED PuBLIC ACCOUNTANTS

JANZ & KNIGHT, P.L.C.

Employee Retirement and Benefit Systems:

The Village is in an agent multipte-employer defined benefit pension plan with the Municipal Employees’
Retirement System (MERS). The system provides the following provisions: normal retirement, deferred
retirement, service retirement allewance; disability retirement allowance, non-duty-connected death and
post-retirement adjustments to plan members and their beneficiaries. All Viilage full-time employees are
eligible to participate in the system. Employees who retire after age 60 with 10 years of credited
service or after age 50 with 25 years of creditied service are entitled to a retirement benefit, payabie
for life, equal to 2.50% of their 5-year final average compensation (FAC), with a maximum benefit of B0%
of FAC. The Plan provides automatic 2.5% annual non-compounded benefit increases to persons (and their
beneficiaries) retired on or after January 1, 2007. Vested employees may retire before age 80 and receive
reduced retirement benefits. The system also provides disability benefits to a member who becomes totally
and permanently disabled while employed by the Village and after acquiring 10 or more years of credited
service. The service requirement is waived if the disability is from service connected causes. If a
member or vested former member with 10 or more years of service dies in a non-duty related death before
retirement, a monthly survivor aliowance may be payable. The service is waived in a duty related death.
The most recent periocd for which actuarial data was availabie was for the fiscal year ended December 31,
2006 .

MERS was organized pursuani to Section 12a of Act #156, Public Acts of 1851 (MSA 5.333(A); mcla
45.12{a)), as amended, State of Michigan. MERS is regulated under Act No. 427 of the Public Acts of
1984, sections of which have been approved by the State Pension Commission, MERS issues a publicly
available financial report that includes financial statements and required suppiementary information for
the system. That report may be obtained by writing to the MERS at 447 Nortih Canal Street, Lansing,
Michigan 48917.

The obligation to contribute to and maintain the system for these employees was established by
negotiation with the Village employses and requires a contribution from employees of 2.00% of gross wages
for general employees and 2.50% for police employees. The Village is required to contribute at an
actuarially determined rate; the current rate is 0.00% of annual covered payroll for general employees
and 18.23% for police employees.

During the fiscal year ended June 30, 2007, the Village's annual pension cost of $122,592 was egqual to
the Village's required and actual contributions determined by an actuarial valuation of the plan as of
December 31, 2004. The employer contribution rate has been determined based on the entry age normai cost
funding method. Under the entry age normal cost funding method, the total actuarially determined
contribution requirement is comprised of the normal cost plus the ievel annual percentage of payroll
payment required to amortize the unfunded actuarial accrued liability over 30 years, less the accelerated
funding credit.

The employer normai cost is, for each employee, the level percentage of payroli contribution (from entry
age to retirement) required to accumulate sufficient assets at the member's retirement to pay for his
projected benefit. Significant actuarial assumptions used include a long-term investment yield rate of 8
percent and annual salary increases of 4.5% based on an age-related scale to reflect merit, longevity,
and promotional salary increases. The actuarial value of assels was determined using techniques that
smooth the effects of short-term volatility over a four-year period. The unfunded actuarial liability is
being amortized as a level percentage of payroll on a closed basis. The remaining amortization period is
29 years.

Three Year Trend Information for GASB Statement No. 27:

Fiscal Annual Pension Percentage of Net Pension
Period Ended Cost (APC) APC Contributed Obligation
June 30, 2005 $ 65,984 100% 0
June 30, 2006 94,485 100% 0
June 30, 2007 122,592 100% 0
Required Supplementary information for GASB Statement No. 27:
Underfunded
Actuarial {Overfunded} UAAL as A
Actuarial Actuarial Value Accrued Liability AAL Funded Covered Percentage of
Valuation Date of Assets (AALY {UAAL) Ratio Payroil Covered Payrol |
December 31, {a) (b} {b-a) (a/b) () (b-a)/(e)
2004 3 2,081,672 % 2,587,881 § 506,209 80.4%  $818,975 61.8%
2005 2,324,485 2,930,675 806,210 79.3% 737,448 82.2%
2006 2,586,243 3,712,575 1,126,332 69.7% 828,889 135.9%
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VILLAGE QOF FRANKL.IN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2007

NOTE | - Post Retirement Health Care:

NOTE J -

NOTE K -

The Village provides hospitalization insurance coverage for employees (and their spouses) who retire
under the Michigan Fraterna! Order of Police union contract.

The coverage wiil be the same coverage the employee has at the time of retirement with the premium to be
paid one hundred percent (100%) by the Village. Shouid the employee accept coverage from another source,
the coverage will cease. However, if the alternate source ceases, the retiree will be reinstated under
the Village coverage which will be paid for at the above rate.

Should the employee predecease his/her spouse, the surviving spouse will continue te receive the same
benefits, This benefit will cease in the event that he/she remarries, gains employment with coverage or
receives coverage from any other source.

All retirees and their spouses must make application for, and enroll in, Medicare coverage. The Village-
paid health insurance will remain in effect untif each of the retirees and/or their spouses reach the
eligibitity age of Medicare. The Village's obligation for health care coverage for the retiree and
his/her spouse ends when the retiree and his/her spouse are eligibie for Medicare.

The Village's cost of retiree health care benefits is recognized as an expense in the vear
hospitalization insurance coverage applies. Currently, zero retires are eligibie. No retiree health care
costs were incurred by the Village for the year ended June 303, 2007.

During the year ended June 30, 2007, the Viiiage established the Village of Franklin Retiree Health Care
Plan (the "Plan")} pursuant to Public Act 149 of 1999 and is administered by Municipal Employees'
Retirement Systems (MERS). The purpose of the Plan is to hold and invest monies to be used for future
paymenis of poiice employee retiree healthcare benefits. The Village does not report the Plan's assets
within the basic financiai statements. During the year ended June 30, 2007, the Viliage contributed
$44,200 to this Plan, expensed under Public Safety in the General Fund. As of June 30, 2007, the total
hoidings of the Plan were $44 311,

Upcoming Reporting Change:

The Governmental Accounting Standards Beard has recently released Statement Number 45, Acecounting and
Reporting by Employers for Postempl/oyment Benefits Other Than Pensions. The new pronouncemeni provides
guidance for local units of government in recognizing the cost of retiree health care, as well as any
other postemployment benefits (other than pensions). The new rules will cause the government-wide
financial statements to recognize the cost of providing retiree heaith care coverage over the working
|ife of the employee, rathar than at the time the health care premiums are paid. The new proncuncement is
effective for the year ended June 30, 2010.

The Village has already started an evaiuation project on how it will react to this new requirement.

Risk Management:

The Village is exposed to various risks of loss related to property loss, torts, errors and omissions,
employee iniuries (workers' compensation)}, as well as medical benefits provided to employses. The Village
has purchased commercial insurance for health, dental and |ife claims. The City participates in the Michigan
Municipal Risk Management Authority state pool for claims relating to property loss, torts, errors and
omissions and participates in the Michigan Municipal lLeague risk pool for claims relating to workers'
compensation. Settled c¢laims relating to the commercial insurance have not exceeded the amount of insurance
coverage in any of the past three years.

The Michigan Municipal League risk pool program operates as a common risk-sharing management program for
local units of government in Michigan; member premiums are used to purchase commercial excess insurance
coverage and to pay member c¢laims in excess of deductible amounts.

The Michigan Municipai Risk Management Authority state pool program operates as a common risk-sharing
management program; state pool member premiums are aggregated and used to purchase excess Iinsurance
coverage, some of which is underwritten by the Authority.

Beserved Fund Balances:

Fund balances have heen reserved for the following purposes:

General Fund

Police eguipment 3 31,335
Prepaid expenses

17,768

49,103
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Revenues:
Tax collections:
Current levy - general e
Property tax administration fee. . . . .

Interest and penalty on delinquent taxes .

lL.icenses and permits:
Business |icenses and permits.
Cable T.V. revenues.

Federal sources:
Community Development Block Grant.
Palice grants.

State sources:
Sales tax. e
Criminal justice training.

Charges for services:
Police protection services . .
General and administrative assessment.

Police fines and forfeitures .
Interest on investments.

Other revenue:
Reimbursements .
Sale of fixed assets .
Donations.
Miscel lansous.

Total revenues .

Expenditures:
General Government:
Village Council:

Village Council fees .
Contracted services
Cabiecast Beard.
Dues and meetings. .
Historic Study Committee .
Public informaticn .
Miscel laneous. NN
Wireless communications.

VILLAGE OF FRANKLIN, WICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For the Year Ended June 39, 2007

Variance with
Amended Budget

Original Amended Favorable

Budget Budget Actuat {Unfavorabie)

$ 840,200 $ 840,200 % 838,221 $ (1,979}
28,201 28,201 19,152 (9,049)

9,885 9,885 1,732 {8,153)

$ 878,286 3 878,286 $ 859,105 $ {19,181)
750 750 700 (590)

50,000 50,000 74,985 24,995

$ 50,750 $ 50,750 3 75,695 % 24,945
9,000 9,000 8,056 (944)

1,000 1,000 {(1,000)

$ 10,000 $ 10,000 5 8,056 $ (1,944)
185,000 185,000 208,141 23,141

1,500 1,500 2,078 578

$ 186,500 § 186,500 $ 210,218 $ 23,718
602,056 602,056 632,648 30,592
141,250 141,250 89,650 {51,600)

% 743,306 § 743,308 $ 722,298 $ (21,008)
18,200 18,200 17,262 (938)

22,500 22,500 37,907 15,407
5,700 10,700 8,343 (2,357}

9,500 11,010 1,510
750 750 250 {500)

4,100 9,000 11,405 2,405

$ 10,550 $ 29,950 3 31,008 $ 1,058
$ 1,920,002 $ 1,939,492 $ 1,961,550 $ 22,058

175 175 175

1,000 1,000 180 810
30,000 30,000 46,872 (16,872)
2,000 2,600 2,19 (191}

10,000 10,000 5,089 4,911
4,500 4,500 5,733 (1,233)
500 2,000 2,174 (174)
120 (120}

) 48,175 $ 49,675 § 62,544 $ (12,869)
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- CERTIFIED PUBLIC ACCOUNTANTS

JANZ & KNIGHT, P.L.C.

VILLAGE OF FRAMKLIN, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (CONT ENUED)

For the Year Ended June 30, 2007

Variance with
Amended Budget

Original Amended Favorabie
Budget Budget Actual {Unfavarabla)
Administrator:
Salaries . . . . e e e e e e e e 163,240 159,240 164,718 {5,478)
Contracted services. . ., . ., . . . . . . . . ... 14,400 14,755 (355}
Group insurance. . . . e e e e e 39,400 37,400 24,402 12,998
Life and disability insurance. . . . . . . . . . . 5,150 5,150 1,906 3,244
Workers compensation insurance . . . . . . . . . . 2,100 500 352 148 -
Retirement contributions . . . . . . . . . . . . . 5,900 8,900 6,538 as2
Payrell taxes. . . _ _ _ . . . . . . . . . . . .. 13,132 13,132 12,698 434
Office supplies. . . . . . . . . . . . . .. ... 1,000 4,000 3,953 47 '
Computer software and supplies . . . . . . . . . . 1,000 1,043 (43} |
Accounting and auditing. . . . . . . . . . . . .. 1,380 2,180 1,154 1,028 |
Telephone and communications . . . . . . . . . . . 1,000 2,000 1,705 295
Dues and meetings. . . . . . . . . . . . .. ... 541 {641)
Auto expense . . . . . . . . . . e 6,600 3,600 5,214 {1,614)
$ 239,902 $ 249,502 $ %QDN $ 10,423
Elections. . . . . . . . . . . . . . . . ... 2,500 21 (21)
Legal and related services . . . . . . . . . . . .. 35,000 35,000 43,110 (8,110)
Viliage Clerk:
Salaries . . . . . . . L. L. 0000 0o 46,141 46,141 46,225 {84)
Contracted services. . . . . . . . . . . . .. .. 12,600 12,600 5,173 7,427
Group insurance. . . . e 18,500 18,900 16,936 1,964
Life and disability insurance. . . . . . . . . . . 1,050 1,050 639 411
Workers compensation insurance . . . . . . . . . . 520 520 135 385
Retirement contributions . . . . . . . . . . . .. 1,080 1,080 1,080
Payroll taxes. . . . . . . . . . . . . . . .. .. 3,150 3,150 3,534 (384)
Office supplies. . . . e e e e 2,500 4,000 3,205 705
Computer software and suppl[es e e e e e 3,000 3,000 773 2,227
Training . . . . . e e e e e e 550 550 250 300
Accounting and audltlng e e e e e 1,230 1,230 1,211 19
Dues and subscriptions . . . . . . . . . . . . .. 250 250 214 36
Tax cotlection expense . . . . . . . . . . . . .. 3,100 3,100 3,618 (516)
§ 94,071 $ 95,571 $ 82,001 $ 13,570
Viilage Hall:
Contracted services. . . . . . . . . . . . . . .. 20,500 20,500 21.741 (1,241)
Telephone and communications . . . . . . . . . . . 8,500 8,500 9,119 (619)
Utilities. . . . . . . o . . . o . o0 5,600 6,600 7,684 (1,084)
Office supplies. . . . . . . . . . . . . . . ... 357 (357)
Repairs and maintenance. . . . . . . . . . . . . . 5,000 7,000 5,718 1,282
$ 39,800 $ 42,600 $ 44,619 k3 (2,019}
Other general services administration activities:
Insyrance and bonds. . . . . e e 49,7060 39,700 34,804 4,896
Community Development Block Grant e e 9,000 $,000 9,950 (950}
Miscellaneous. . . . . . . . . . . . . . . .. .. 2,500 2,500 1,370 1,130
3 61,200 $ 51,200 $ 46,124 $ 5,076
Total general government . . . . . . . . . . . % 520,448 $ 523,548 $ 517,498 $ 6,050
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JANZ & KNIGHT, P.L.C.

VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARI[SON SCHEDULE
GENERAL FUND (CONTINUED)

For the Year Ended June 30, 2007

Variance with
Amended Budget

Original Amended Faverable
Budget Budget Actual {Unfavorable)
Public safety:
Police depariment:
Police salaries. . . . . . . . . . . . . .. 692,215 692,215 714,001 (21,786)
Clerical salaries. . . . . . . . . . . . . . . .. 28,119 28,119 29,463 (1,344)
Group insurance. . . . . . . . . .. . ... 140,000 140,000 136,282 3,718
Life and disability insurance. . . . . . . . . . . 11,200 11,200 8,376 2,824
Workers compensation insurance . . . . . . . . . . 11,000 1,000 11,008 (8)
Retirement contributions . . . . . . . . . . . . . 99,850 99,850 129,283 {29,433)
Post retirement health care. . . . . . . . . . . . 44,200 44,200 44 200
Payrall taxes. . . . . . . . . . . . . . . . ... 54,150 54,150 58,671 {2,521)
Office and police supplies . . . . . . . . . . . . 6,000 7,000 6,585 415
Computer sofiware and supplies . . . . . . . . . . 250 250 150 100
Dues and meetings. . . . . . . . . . . . . ... 2,500 2,500 968 1,532
Contributions. . . . . . . . . . . . ... 490 (490}
Training expense . . . . . . . . . . . . . ... 4,500 7,500 6,216 1,284
Pistol range expense . . . . . . . . . . . . . .. 2,000 4,000 2,670 1,330
Uniform expense. . . . . . . . . . . . . 4 © 8,000 8,000 7,408 592
Accounting and auditing. . . . . . . . . .. . .. 7,690 9,944 7,448 2,498
Legal and related. . . . . . . . . . . . . . . .. 4,000 4,000 5,425 (1,425)
Communication expense. . . . . . . . . . . . . .. 18,000 18,000 20,394 (2,394)
Central dispatech . . . . . . . . . . .. ... 45,000 45,000 45,732 (732)
Insurance and bonds. . . . . . . . . . . . . . . 11,000 11,000 12,924 {1,924)
Police car expense . . . . . . . . . . . . 0 oo 62,500 53,500 54,587 (1,087)
Utilities. . . . . . . . . . . . . . .o .00 12,850 12,850 13,615 (765)
Repairs and maintenance. . . . . . . . . . . . . . 4,000 11,500 11,758 (258}
Total public safety. . . . . . . . . . . ... & 1,269,024 $ 1,275,778 $ 1,325,854 $ (49,8786)
Community and economic development:
Planning commission:
Planning . . . . . . . . . .« . . 0 e 30,000 30,000 28,340 1,660
Legat and related. . . . . . . . . . . . . . o .. 529 {529)
Zoning board of appeals. . . . . . . . . . . . .. 1,000 1,000 1,228 (228)
General engineering. . . . . . . . . . . . . . .. 2,000 2,000 1,916 284
Total community and economic development . . . $ 33,000 $ 33,000 % 32,013 $ 987
Capital outlay:
Administrator. . . . . . . . . . .o oL oL o 16,900 16,860 40
Police department. . . . . . . . . . . . . . . . .. 28,500 28,500 26,191 2,309
¥illage hatf . . . . . . . . . . . . . .0 25,000 17,500 17,439 &1
Total capital outlay . . . . . . . . . . . . . § 53,500 $ 62,900 $ 80,490 $ 2,410
Total expenditures . . . . . . . . . ... .. & 1,8754972 $ 1,895,226 $ 1,935,655 $ (40,429)
Excess of revenues over {under) expenditures . $ 44,120 $ 44,286 $ 25,895 3 (18,371)
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JAaNZ & KMIGHT, P.L.C.

VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND (CONTINUED)

For the Year Ended June 30, 2007

Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual (Unfavorablie)
Other financing sources (uses):
Operating transfers In . 4,000 4,000 (4,000)
Operating transfers out. {66,000) {66,000)
3 4,000 3 4,000 $ (66,000) $ (70,000)
Excess of revenues and other sources over
(under) expenditures and other uses. . . . . § 48,120 $ 48,266 $ {40,105) $ (88,371}
Fund balance - July 1, 2008. 624,284 524,284 624,284
Fund balance - June 30, 2007 . [ 672,404 $ 672,550 $ 584,179 $ (88,371)
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- CERTIFIERD PUBLIC ACCOUNTARNTS

JANZ & KNIGHT, P.L.C.

VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
MAJOR STREET FUND

For the Year Ended June 30, 2007

Revenues:
Federal sources - grants .

State shared revenues.
Interest .
Reimbursements .
Total revenues .
Expenditures:
Road maintenance and supplies.
Accounting and auditing.
Administration .
Total expendituras .
Excess of revenues over expenditures .

Other financining sources (uses}):
Transfer to Local Street Fund.

Total excess of revenues over expenditures
and other financining uses .

Fund balance — July 1, 2006,

Fund balance - June 30, 2007 .

Variance with
Amended Budget

Criginal Amended Favorable
Budget Budget Actual {Unfavorable)
$ 10,000 10,030 3 30
144,000 144,000 128,933 (15,067)
9,500 15,000 18,256 3,258
2,500 2,500 421 (2,079)
156,000 $ 171,500 157,640 $ {13,860)
105,450 117,250 79,458 37,792
2,000 2,000 1,057 943
1,000 1,000 1,000
108,450 3 120,250 80,515 $ 35,735
47,550 $ 51,250 77,125 5 25,875
(35,200) (35,200) (82,233} 2,967
12,350 $ 16,050 44,892 $ 28,842
379,232 379,232 379,232
391,582 $ 385,282 424,124 $ 28,842
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Janz & KNIGHT, P.L.C.

VILLAGE OF FRANKLIN, MICHIGAN

BUDGETARY COMPARISCN SCHEDULE

LOCAL STREET FUND

For the Year Ended June 30, 2007

Revenues:
Federal sources - grants .

State sources:

State shared revenues.
Meire Authority.

Interest .
Total revenues .
Expenditures:
Road maintenance and supplies.
Acceunting and auditing.
Administration .
Total expenditures .
Excess of revenues over expenditures .

Other financining sources:
Transfer from Major Street Fund.

Total excess of revenues and other finmancing
sources over expenditures.

Fund balance - July 1, 2006.

Fund balance - June 30, 2007 .

Variance with
Amended Budget

Original Amended Favorabte
Budget Budget Actua! {Unfavorabie)
$ 10,000 $ 10,030 $ 30
93,325 93,325 85,732 (7,593}
7,500 7,500 9,856 2,356
100,825 $ 100,825 3 95,588 3 (5,237)
9,500 16,000 19,087 3,087
110,325 b3 126,825 $ 124,705 $ (2,120)
85,000 104,000 79,135 24,865
1,500 1,500 1,057 443
500 500 500
87,000 $ 108, 000 $ 80,192 3 25,808
23,325 $ 20,825 $ 44,513 $ 23,688
35,200 35,200 32,233 (2,967)
58,525 $ 56,025 $ 76,746 $ 20,721
415,483 415,483 415,483
474,008 $ 471,508 3 492,229 $ 20,721
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VILLAGE OF FRANKLIN, MiCHIGAN

BUDGETARY COMPARISON SCHEDULE
BUILDING DEPARTMENT FUND

- CERTIFIED PuBLIC ACCOUNTANTS

Janz & KnigHT, PL.C.

For the Year Ended June 30, 2007

Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual {Unfavorahle)
Revenues.
Licenses and permits. $ 410,450 3 383,450 264,022 $ (119,428)
Biscel laneous . 823 823
Total revenues. $ 410,450 $ 383,450 264,845 $ (118,605)
Expenditures:
Salaries. . 41,350 34,750 34,835 (85)
Group insurance . e e 14,310 14,310 13,951 359
Life and disability insurance . 525 525 531 (B}
Workers compensaticn insurance. 4,400 2,000 1,570 430
Retirement contributions. 2,300
Payrol | taxes . P 3,200 3,200 2,620 580
Administrative services . 120,000 120,000 74,400 45,600
Overhead. 12,000 12,000 15,250 (3,250)
Supplies. . . . . . . . . . .. 750 4,000 2,608 1,384
Computer software and suppiies. 3,500 3,500 2,048 1,452
Pues and meetings . 500 500 382 118
Accounting and auditing . 1,200 1,200 453 147
Legal and related . 10,000 4,000 1,173 2,827
Building inspection fees. 173,350 204,000 208,420 (4,420)
Training expense, 500 500 500
insurance and bonds . 16,000 13,000 13,000
Miscel laneous . 50 50 166 {116}
Total expenditures. $ 403,935 $ 417,535 371,405 $ 46,130
Excess of revenues over expenditures. . . . . § 6,515 $ {34,085) {106,560) $ {72,475)
Other fimancing sources:
Operating transfer from General Fund. 66,000 66,000
Total excess of revenues and other financing
sources over expenditures . $ 6,515 $ (34,085) (40,560) $ (6,475)
Fund balance - July 1, 2006 . . 40,664 40,664 40,664
Fund balance - June 30, 2007. $ 47,179 $ 6,579 104 $ (6,475)
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- CERTIFIED PuBLIC ACCOUNTANTS

JAnZ 8 KNIGHT, P.L.C.

ASSETS
Cash .
Due from other funds .
Accounts receivable - other.

Total assets .

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payabhle .

Due to other funds .
Due to oiher governments .
Total fiabilities.

Fund balance - unreserved,

Total liabilities and fund balance .

VILLAGE OF FRANKLIN, MICHIGAN

COMBINING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS

June 30, 2007

Garbage Waste
and Rubbish Water
Collection Fire Library Managemant Total
$ 36,636 $ 9,164 $ 45,800
11,213 79,153 8,518 3,868 102,752
935 938
$ 47,849 79,153 8,518 $ 13,867 $ 149,487
$ 24,699 $ 2,317 $ 27,016
260 260
19,149 8,518 27,667
% 24,699 19,149 8,518 $ 2,877 $ 54,543
23,150 60,004 11,390 94,544
$ 47,849 79,153 8,518 $ 13, 867 $ 149,487
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JANZ & KNIGHT, P.L.C.

VILLAGE OF FRANKLIN, MICHIGAN

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES iN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS

Garbage Waste
and Rubbish Water
Collection Fire Library Nanagament Total
Revenues:
Taxes. . . . . . . . $ 184,535 § 294,887 $ 142,492 $ $ 521,914
Licenses and permits . 890 - 890
Interest earnings. 3,552 4,037 1,367 G657 9,633
Other revenue. 35 35
Total revenues . $ 188,087 $ 298,924 $ 143,879 3 1,582 $ 632,472
Expenditures:
Public safety. 261,346 261,346
Public works:
Sanitation . . 194,762 194,762
Septic inspecticn. ' 14,814 14,814
Gulture and recreation . 143,879 143,879
Tota! expenditures . $ 194,762 $ 261,346 $ 143,879 $ 14,814 $ 614,801
Excess of revenues over {under) expenditures § (6,675} $ 37,578 $ 3 (18,232) 8 17,671
Fund baiance - July 1, 2006. 29,825 22,426 24 522 76,873
fund balance - June 30, 2007 . $ 23,150 $ 60,004 $ $ 11,390 $ 94,544

SPEGiAL REVENUE FUNDS

For the Year Ended June 30, 2007
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October 22, 2007

To the Village Council and Management of
the Village of Franklin, Michigan

In planning and performing our audit of the financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Village of Franklin as of and for the year ended June
30, 2007, in accordance with auditing standards generally accepted in the United States
of America, we considered the Village of Franklin's internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Village's internal control.

Accordingly, we do not express an opinion on the effectiveness of the Village's internal
control.

Our consideration of internal control was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal
contro! that might be significant deficiencies or material weaknesses. In addition,
because of inherent limitations in internal contrel, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not be
detected by such controls. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or deiect misstatements on a timely basis. A significant deficiency
is a contro!l deficiency, or a combination of contro! deficiencies, that adversely affects
the entity's ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is
more than a remote likelihood that a misstatement of the entity's financial statements
that is more than inconsequential will not be prevented or detected by the entity's

internal control. We consider the following deficiency to be a significant deficiency in
internal control.

The adoption of the Michigan Uniform Local Budgeting Act (Act No. 621, Public
Acts of 1978), has made it mandatory that balanced budgets be adopted and that those
budgets be amended before expenditures exceed the budgeted amounts. We noted that the
budget was amended during the fiscal year in an attempt to comply with the budget
requirements. As previously noted, despite the amendments, expenditures exceeded budgeted
amounts in various activities. Listed below are the significant budget overruns:
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Page Two

Amended Actual Budget
Fund Activity Budget Expenditures Variance
General Viilage Council $ 49,675 $ 62,544 % 12,869
General Legal and related services 35,000 43,110 8,110
General Public safety 1,275,778 1,325,654 49,876
General Operating transfers out 66,000 66,000

Additionally, we offer the foliowing general comment and recommendation:

Previous Comment:

It was noted during our audit that properiy taxes collected in the Tax
Collection Fund were not remitted to the appropriate fund or government in a timely
manner. These payments to the other funds or governmenis should be made as soon as
reasonably possible or within agreed upon terms. However, this should be no later than
the settliement time period with the County.

This communication is intended solely for +the information and use of

management, the Village Council, and others within the Village, and not intended to be
and should not be used by anyone other than these specified parties.

Very truly yours,

Jry £l e

Certified Public Accountants

J&K/srz




